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Since the reform and opening up, Our country's economy maintained a high 
growth rate of more than 30 years, by a great number of scholars call it "the miracle of 
growth". During the 30 years of rapid economic growth, local governments in our co- 
untry play an important role, the positive level efforts of local government to preserve 
the local economic development growth in the world are rare (Zhou Li-an, 2008). 
Under the background of the fiscal decentralization system reform, the local gover- 
nment in the local finance income and promotion mechanism of incentives and 
pressures, to protect the market mechanism reform (Qian Ying Yi, 1997), the local 
govern- ment make efforts to improve public governance mechanism, actively support 
local economic development, even to give foreign investors in a variety of preferential 
policies to attract investment. In recent years, scholars began to explore this phenom- 
enon of "China model". In the process of promoting local economic development, the 
hand of "support" and " plunder" of local government (Frye and Shelifer,1997) have 
an significant influence on the behavior of the individual local micro enterprise. Ther- 
efore ,to understand local government behavior’s impact on local economic growth 
under the fiscal decentralization reform ,for exploring the "China model" provides 
strong evidence, we cannot skip the participation main body--enterprise of economic 
activity. From the micro level, maintain long-term economic growth is by the enter- 
prise research and development investment, improve the productivity and the optimal 
allocation between enterprises to implement. If the local government behavior to 
promote economic growth, it must be the behavior of enterprises in market compete- 
tion influenced by local government’s public governance mechanism. Therefore, to 
understand local government behavior influence on enterprise capital allocation 
efficiency of the micro mechanism under the fiscal decentralization system, is the 
basis of deep of understanding Chinese mode.  














China, from 2003 to 2013 listed companies as samples, the main research contents 
and conclusions are as follows: 
First discusses the fiscal decentralization’s influence to local listed companies’ 
corporate governance. Research shows that: with the fiscal decentralization, local 
government will gradually reduce the control of the state-owned enterprises. In areas 
where fiscal decentralization is higher, the local governments will relieve the local 
state-owned shareholding enterprises. Where the higher of the degree of fiscal decent- 
ralization, the local government ownership and state-owned enterprises operating per- 
formance have a significant negative relationship, this is why the local government to 
reduce the control of state-owned enterprises. Further study found that fiscal decen- 
tralization cause of local governments to reduce local state-owned enterprises control 
is by pressure from the local economic development, namely, the greater pressure of 
competition of regional economic growth、financial pressure and the unemployment 
rate is higher, the local governments tend to reduce the control of the local 
state-owned enterprises. 
Second, in general, the higher degree of fiscal decentralization, the place where 
the listed company is located face the lower financing constraints, the corporate cash 
holdings is less. Compared with private enterprises, state-owned enterprises financing 
constraints is lower; Compared with the central enterprises, the local degree of fiscal 
decentralization is higher, local state-owned enterprises face of financing constraints 
is lower. Further research, we found that under the fiscal decentralization system, the 
local governments to maintain local economic development will to reduce the region 
overall degree of information asymmetry, thus increasing local supply of bank lending 
and investment promotion by the introduction of foreign investment, is one of the 
important channels to alleviate local enterprises financing constraints. 
Third, on the efficiency of corporate investment, our study found that: (1) in 
general, the degree of fiscal decentralization is higher, the place where the listed 
company is located face the enterprise excessive investment or the level of inadequate 
investment is lower, enterprise investment efficiency is higher; (2) relative to the 














and capital allocation efficiency to the state-owned enterprises is more significant, the 
overinvestment and underinvestment in state-owned enterprises is lower; (3) relative 
to the central state-owned enterprises, the excessive investment or the degree of lack 
of investment of local state-owned enterprise is lower. Under the fiscal decentralize- 
tion system ，it can effectively reduce the damage of the value to the company caused 
by the inefficient investment, make enterprise investment more in line with the market 
demand. Further research, we found that the effective market mechanism under the 
fiscal decentralization system, bring financing constraints ease and the first kind、the 
second kind of agency cost of enterprise is reduced, is the main reason to promote 
local investment efficiency of listed companies. 
Fourth, in the management of earnings quality of listed companies, where the 
degree of fiscal decentralization is higher, the company's earnings quality is higher, 
the degree of earnings management is lower. Relative to the state-owned enterprises, 
where the degree of fiscal decentralization is higher, the quality of the surplus of 
private enterprises is higher, the degree of earnings management is lower; Relative to 
the central state-owned enterprises, where the degree of fiscal decentralization is 
higher, the local state-owned enterprise surplus quality is higher, the degree of earn- 
ings management is lower. In the further discussion, we found under the fiscal decen- 
tralization brings ease of financing constraints and the "helping hand" support of the 
local government, is the important reason to reduce the enterprise upward earnings 
management and the downward earnings management motivation. 
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